
auditor-gemeral 

SOUTH AFRfCA 


The Accounting Officer 
Umzimvubu Local Municipalitv 
Private Bag X9020 
Mount Frere 
5090 

30 November2019 


Dear Sir 


Reference: 60083REG18/19 


1 ' m herelwinteZofseotion 
Constitution of the Republic nf ,th a d con J ur| ction with section 188 of thp 

Managemen, Ac, of SoVh Africa7^™^ 121(3) ofthe Municipal Finance 

the audited AnanS be included in the annual report with 

mformation as soon as possible o„ne Z, w ob ' ect,ves - Vou are requested to suoofe this 
any inconsistencies be identified these will ormat,on ,s re ceived it will be read and should 
requested to make the necesSy corrert ons slZZ ^ t0 y ° U and ^ ou wi " he 
amend and reissue the audit report. Sh d 6 correction s not be made we will 

municipality’s annuakeport^r^l^d^^ *** reqU ' red t0 ' nclude the audit report in the 

required to do frie foTlowrt^r^ 6 3nnUal reP ° rt Wh '° h wiil include the audit report you are 

Auditor-General ofSouth^^ Senior mana 9 er ot the 

report and for confirmation that the financia' statamoms dlt ' telloted references in the audit 
documents that have been read and audited s™S and other information are those 
references in your report, since an be Jf" Wi,h ,he P a 9 0 

• The signature Auditor-Cf>nar / • u reTerence c °u |d have audit implications. 

audit report atthe end ofthe ha'rd copy^oHhe ^ auditorauthon sed to sign the 
preparing to print the report This sianature sc Ud ’n fepc f t should be scanned in when 
he Auditor-General of South Africa's logo shouTd^aDDea^^h 6 a "? d3te ° f si0nin9 and 
the hard copy that is provided to you. The official loon^wni ? thS w hd of the report ’ as in 
electromc format. 0TT 0 al 1090 Wl11 be made available to you in 


/ 


Auditing to buildpublic confidencc 
















annual repSt cSi^^SI^^rt|^ n ^^?l v f®" 1 l[V, atlvanc e ° f the date on which the 


containing this audit report will be tabled. 

7. Your cooperation to ensure that all these 
Kindly acknowledge receipt of this letter. 

Yours sincerely 


requirements are met would be much appreciated. 


Signed 



Feziwe Dazana-Mbeki Eastern Cape Business Unit 


Enquiries: Zintle Mehlomakulu 

Telephone: (043) 709 7200 

Fax: (043) 709 7300 
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Report of the auditor-general to the Eastern Cape Provincial Legislature 
snd the council on Umzimvuhu Local Municipality 


ueport on tho auclit of the 


moic 


rn ents 


Qualified opinion 


1 . 


ave audited the financial statements of the Umzimvubu Local Municipality set out on paqes 
;• t0 ■; i wh,ch com P rise the statement of financial position as at 30 June 2019, statement of 
inancial performance, statement of changes in net assets and cash flow statement and the 
statement of comparison of budget information with actual information for the year then ended 
the notes t0 the financial statements, including a summary of significant accounting ’ 

ln my opinion, except for the effects of the matters described in the basis for qualified opinion 
section of this auditor’s report ,the financial statements present fairly, in all material respects 
the financial position of the Umzimvubu Local Municipality as at 30 June 2019, and its financial 
performance and cash flows for the year then ended in accordance with financial reportinq 
framework and the South African Standards of Generally Recognised Accounting Practice (SA 
Standards of GRAP) and the Mumcipal Finance Management Act of South Africa, 2003 (Act 

No. 56 of 2003) (MFMA) and Division of Revenue Act of South Africa (Act No. 1 of 2018) 
(DoRA). 1 


Basis for qualified opinion 

Property plant and equipment 

3 ' Th ® ™? al ' ty d ' d n0t recognise al1 items of Property, plant and equipment in accordance 
with GRAP 17, Property, plant and equipment due to the poor state of the accounting records 
the following disagreements were identified: 

o ‘nfrastructure assets were understated by R1.6 billion as prior year infrastructure 
assets were not included in the financial statements. 

o infrastructure assets in relation to prior year’s figures were overstated by R1.6 
million as infrastructure assets that couid not be verified were included in the 
financial statements. 

o lnf rastructure assets in relation to prior year figures were overstated by R1.6 million 

as mfrastructure assets disclosed in the financial statements were included at the 
incorrect amounts. 

o Infrastructure assets were understated by R8 million as assets were reversed 
without the underlying adjusting supporting evidence. 

o Infrastructure assets were understated by R2.5 million as a result of an incorrect 
calculation of depreciation relating to prior years. 




° Infrastructure assets were overstated hv P 9 o 

between disclosed amounts in finanoial statements and 

billion respectively. u ated sur P ,us w ere understated by Ri ,6 


Reveruie from non-exchange transactions 


4. 


Irf rf in July 2018 resulted in numerous 

management was stili in the processofrecl 1 * da,e ° f ,hls audi,or ’ s ~P0rt. 

errors. I was unable to confirm or verify bv altemaf 6 SyStem def,c,encies and correcting the 
statementofflnancial performance for me year endld 30 "ju^fc ' “ i0n in °' Uded ' h6 
unable to determine whether any further adiustmentJ V Consequently, I was 

fines, penalties and forfeits, and the related element* ■ T n ® CSSSary to the revenue from 
statement of changes in net assets and cash flow statement 8 ° f P ° Siti ° n ’ 


Context for the opinion 

responsibilities^rfn^rthose’Ttenda^dT^are^furtherdescribed^n’fhe^ 8 dt ° SAS) ' My 

responsibilities for the audi, of the financia, 3«“! ^st^Cr, 

6 ' - Ethics Standards 

ethical requirements that are relevant to mv w • accountants ( IES BA code) and the 

ethical responsibilities in ac^dance wttlvhese requfrementsand'the’iESBAcode’ 0,her 

for my qualifLdopintem^'^^H 06 ' ^ ° bta,ned is suffici ‘ent and appropriate to provide a basis 

Emphasis of matters 

8- I draw attention ,o the matters beiow. My oplnion is no, modifled in respec, o, ,hese matters. 

Restatement of corresponding figures 

9 ' haLfbL^ the corr esponding figures for 30 June 2018 

year ended, 30 June 2019 nanC ’ a ' S,a,emen,S of ,he -»onicipali,y for the 


Matenaf iosses/impairments - trade debtors 

incurred as a res'ulfo^impiirment loTsLfon ZnciaTafset. 108865 R3 °' 2 mi " i0n WaS 


irregular expenditure 


leviawTs a'resuu' T* eXPenditure °’ M ' 2 millio " — 

(MSA). ® W aS a result of non-c ornpliance with Municipal Systems Act 

Other matter 

12. I draw attention to the matters below. My opinion is no. modified in respec. of these matters. 

Unaudited disclosure notes (MFMA 125 ) 

1 ^ 7f ipali,y is "1— >° disciose particuiars of 

Unaudited supplementary schedules 

14 ' I^n~r p “°a n s ZZ n °" P f es T '° XXX d0SS n °' form part of fhe "nancial 
accordingly, , do ^ ^ aUd " ed ,heSe Sohertui - -d, 

Responsibilities of the accounting officer for the financial statements 

DoRA, and for such internal control as the arr +■ ff n 6 rec i u ’ rements of the MFMA and 
enable the preparation o7nan^ is “-V>o 

whether due to fraud or error. ^ f fr ° m material m ' ss tatement, 

16, u7zz ^ r? un,in9 offlcer is responsib,e f ° r asse - io g «- 

applicable, 33 3 f" 9 C ° nCem ’ disciosiu ^ 

unless the appropriate go vernance7rur.fi f,h , 9 7 9 ° lng concern bas ' s of accounting 

cease operations’or ha^s no^tS^ liqUWa,e mUni ° IPa ' i,y ° r 

Auditor-general’s responsibilities for the audit of the financial statements 

Il y <Je b a^ a ^™te?aI^^e a rtTm ° T Wh6ther ' he finanCial sfatemente ec e 

material misstatement when it exists MisstatemenK 0 ^ 3 " 106 W f th ' SAS Wl11 always detect a 
in the annexurete this^ditodsreport. 1 ' 68 ^ ^ ^ ^ f ' nancial stat ements is included 



Introduction and scope 

the generanotlce^issued^in terms thereof ThTeT^ N °‘ 25 ° f 2 °° 4) (PAA) and 

the reported performance informatlon aqainst ^ '° reP ° rt materlal findin 9 s on 

development priority presented in the annuai L etermined ob i ect,ves fcir the selected 
identify findings but not to gather evidence to express^urancei' Perf ° rmed pr0Cedures t0 

2a a“rr c :^ “• which ™ st -—- - 

completeness and appropriatenessofZ'1 mun '°'Pa'"y- ' have not evaluated the 

documents. My procedures also did not extend r^rdteclT* 0 ' 5 ' nC ' Uded the P ' anninS 
planned performance strateaieq anH infn t- • 3Py dlscl °sures or assertions relating to 
included as part of reSpect of future P or ' ods that may be 

extend to these matters. P 'nformation. Accordingly, my findings do not 

21 ' °' ‘ he reP ° rted Perf0rmance informat ' on ' n 

framework, as defined in the qeneral nnfioa i e performance tnanagement and reporting 

presented in the annual performance reDort’nf th 6 f ° 0W ' n9 selecIed °ovelopment priority 
2019 pertormance report of the mumcipality for the year ended 30 June 


development priority 

Pages in the annual 
performance report 

KPA 2: Basic services delivery 

X — X 


22 ' p^terlypresent^* amd whettieroerf reP ° rt ° d performence was 

planning documents. I performed furtherDroofwT 8 COnS ' Stent wl,h the a PP rov ed performanoe 
related targets were ^ th6 indicators and 

performance information ,o S 

Other matters 


24. I draw attention to the matters below. 

Achievement of pianned targets 


25 . 


Refer to the annual performance 
°f Planned targets for the year. 


report on pages ... to ... for information on the achievement 



























Adjustment of materiaf misstatements 


26 ' ma f la ' misstatements in «>e annual performance report submitted for auditinq 

deiteff " m ' SSta,eme " ts * te en tite re P°ded performance information of baste sef ice 
del very As management subsequently corrected the misstatements, I did not raise any 

matenal fmdmgs on the usefulness and reliability of the reported performance information. 

Report on the audit of compliance with legisiation 


Introduction and scope 

21 ' “" C * Wlth the PM tHe 9enera ' n0tiCS iSSUed in terms thereof - 1 h ave a 

esponsibility to report matenal findings on the compliance of the municipality with specific 

atters m key legislation. I performed procedures to identify findings but not to gather 
evidence to express assurance. gainer 

28. The material findings on compliance with specific matters in key legislations are as follows: 

Annuai financial statements and annual report 

29. The financial statements submltted for auditing were not prepared in all material respects in 

aC “!f ' nCe " th the rec l u i rem ents of section 122(1) of the MFMA. Material misstatements 

and h' V th !. aUdit0ra in the su[3rnitte d flnancial statements were not adequately corrected 
and the supporting records could not be provided subsequently, which resulted in the financial 
statements receiving a qualified audit opinion 

Asset management 

3 °' as requirf byfction ^ “ S in P iaoe ' 


Other information 


31. The accounting officer is responsible for the other information. The other information 

comprises the mformation included in the annual report which includes, the audit committee's 

hos°e sller-ted m ' n,0rmati ° n d06S n0t inClude ,he financiai ste tements, the auditor's report and 
those selected development pnorities presented in the annual performance report that have 
been specifically reported in this auditor’s report. 

32 ° n the !l n f nCial statements and findings on the reported performance information 

and compliance with leg.slation do not cover the other information and I do not express an 
audit opinion or any form of assurance conclusion thereon. 

33. In connection with my audit, my responsibility is to read the other information and in doinq so 

! ' d . 8r h ® r ! he °* her information is ma terially inconsistent with the financial statements ’ 
and the selected development priorities presented in the annual performance report or my 

knowledge obtained in the audit, or otherwise appears to be materially misstated 






4. not receive the other information priorto the date of this auditor’s report When I do 
receive and read this mformation, if I conclude that there is a material misstatement therein I 
am required to commumcate the matter to those charged with governance and request that’the 
other information be corrected. If the other information is not corrected, I may h^e to ^act 

this will not L re n P e 0 ces a s n a d ^' ,SSUe ^ 38 appr °P riate ' Howev ^. * «is corrected 


Interna! controf deffciencies 


35. I considered mternal control relevant to my audit of the financial statements reported 
performance mformation and compliance with applicable legislation; however my objective 
was not to express any form of assurance on it. The matters reported below are hmited tothe 
sigmficant internal control deficiencies that resulted in the qualified opinion and the findinqs on 
compliance with legislation included in this report. 9 


36. 


processe? s f 1 f ' mp '7 ent con,rols over the management and financial reporting 
p ocesses such as regular processing and reconciling of transactions. The audit action plan 

was not implemented and monitored adequately to ensure that the root cause of prior year 
in mgs on asset management and compliance with legislation was addressed. 


Afcn C\ 


East London 


J 


30 November 2019 



AUDITOR-GENERAL 
SOUTH AFRiCA 


Auditing to build public conlidence 









Annexure Auditor-generaPs responsibility for the audit 

maintair^professlona,^ce^Wcis^trrouqhou^ ' ' e H 6rCiSe Pr ° feSsional J^ement and 
procedures performed on reported performance f fmancial sta tements, and the 

and on the municipaHty 's compiianL with “ 

Financial statements 

2 ’ r nSibHity f ° r the aUdit ° f the financial statemen ts as described in this 

* 

obtain audit evidence that is sufficient and aDnrn r ° Ce ( dL ! reS responslve ,0 those risks, and 
The risk of not detecting a material misetat f na 6 ° prov ' cte a has ‘ s for my opinion. 
resulting from error, as fraud T fraUd is hi 9 her ,han ,ot °ne 

misrepresentations. or the override of internal VnfrcT 9 ^' ' men, ‘ 0nal ° missions ' 

‘ ; el r t0 ,h0 8Udit ° rdar *° desi 9 n eo0 « 

. ~ 9 an 

accounV^eshmates a^ndWed dVdosuresmade bylheVcVunthVofiker 11638 

based on the audit evidence obtained whether f nanclal s,a,e ments. I also condude, 
events or conditions tha, Zv V V ma,enal unoertain, y e »sts related to 

ability to continue as a going concern If Uon clZ'‘thT Um2imvubu Looal Municipalities 
required «o draw attention !«oV reood tn, * “ UnCertainty exis,s ' 1 arn 

statements about the material unoertainty or if suoh dZT d ' SCioSures ' n ,he flnano ' a ' 

may cause a muhipalitVtot^a srontinuingV°a goingrncern Ure eVeh,S ° r conc, ' , ' ons 

Sr theSnSrr C ° n,ent ° f ,he financiai s,a,e m e nts. 
transactions and events i'n a manner that'"achieves '£ 


Communication with those charged with governance 


3. 


4. I 


er r? o,her ma,,ers ' ,he p,anned ecop ° 

internal control that I identify during my audit. 9 ’ ' n ° U 109 any Sl 9 nif '°ant deficiencies in 

1 have oomplied with reievan, ethica, requirements 

reasonably be Lught to have a Ta h '„ ' *" reia,,onships anci 0,hec matters tha, may 
safeguards. ° beann9 °" my ' nc,epa ndence and, where applicable, related 






